
16. Ameritech Michigan denies all allegations therein for the reason

that they are untrue and are conclusions of law and fact.

17. Ameritech Michigan neither admits nor denies the allegations as

to statements made by potential customers of Brooks Fiber's local exchange service

to Brooks Fiber therein for the reason that it lacks information sufficient to form a

belief as to the truth of such allegations. Ameritech Mlchigan also neither admits

nor denies the allegations of Brooks Fiber regarding alleged incurred expenses in

paying termination liability of customers of Ameritech Mlchigan's intraLATA toll

contracts for the reason Ameritech lacks information sufficient to form a belief as to

the truth of such allegations. Ameritech Mlchigan denies all other allegations

therein for the reason that they are untrue and are conclusions of law and fact.

18. Ameritech Michigan admits that Brooks Fiber has requested a

contested case hearing herein.

19. Ameritech Michigan admits that Brooks Fiber has attached

testimony and exhibits from Martin W. Clift and Bernie Schmidt.

AFFIRMATIVE DEFENSES

Ameritech Michigan hereby avers, alleges, and demands answer to the

following affirmative defenses to Brooks Fiber's complaint:

1. Ameritech Michigan affirmatively states and realleges the

allegations made in Paragraphs 1 through 19 hereof as though fully set forth herein

by way of affirmative defenses to Brooks Fiber's complaint.
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2. Brooks Fiber lacks standing to assert claims in this complaint

relating to Ameritech Michigan's provision of intraLATA toll service to its

customers including, but not limited to, allegations regarding allegedly improper

terms of such contracts between Ameritech Michigan and its customers or alleged

failure to disclose information to such customers.

3. This Commission lacks jurisdiction with regard to claims made by

Brooks Fiber concerning Ameritech Michigan's contracts with its customers for

intraLATA toll services and with regard to whether Ameritech Michigan's

management makes a decision to offer or not to offer intraLATA toll service to end

user customers of Brooks Fiber's basic local exchange customers at the present

time.

4. Ameritech Michigan states that Brooks Fiber is not entitled to

obtain intraLATA toll services for its end user customers pursuant to the former

PEC/SE.C arrangement which exists between Ameritech Michigan and certain

independent telephone companies, such as Allendale Telephone Company, Drenthe

Telephone Company, and Borculo Telephone Company. In prior proceedings before

this Commission, Brooks"Fiber has specifically stated that it is a primary exchange

carrier. Furthermore, such arrangements are not applicable in situations involving

a local exchange provider who has implemented intraLATA dialing parity with "2­

PIC" technology. The Commission has already determined that participation of

intraLATA toll providers, such as Ameritech Michigan, in offering their services to

end user customers of local exchange providers who have implemented 2-PIC

technology (as Brooks Fiber has claimed to have done) is voluntary on an exchange-
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by-exchange basis. (See the MPSC's Order in Case No. U-10138, March 10, 1995, p.

35)

5. Ameritech :Michigan states that it believes that Brooks Fiber has

asserted the issue raised in this complaint in an attempt to revisit its claim for

abrogation of existing customer contracts, or "fresh look," as asserted but rejected

by the Commission in its February 29, 1995 order, :MPSC Case No. U~10647, the

application of Brooks Fiber's predecessor, City Signal, for establishment of

interconnection arrangements with Ameritech :Michigan, and is thus barred from

relitigating this issue herein.

6. Ameritech Michigan states that its actions are in compliance with

the Michigan Telecommunications Act, 1991 PA 179, as amended, and Commission

orders relating to the matters set forth in Brooks Fiber's complaint.
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WHEREFORE, Ameritech Michigan requests that Brooks Fiber's

complaint be denied, and that the Commission grant such further relief as it may

deem to be appropriate under the circumstances.

Respectfully submitted,

AMERITECH MICHIGAN

CRA A.ANDERSON (P28968)
444 . higan Avenue, Room 1750
Detroit, Michigan 48226
(313) 223-8033

PAUL V. LA SCHIA
Vice President - Regulatory
Ameritech Michigan

DATED: April 18, 1997
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Ms. Dorothy Wideman
Executive Secretary
Michigan Public Service Commission
P.O. Box 30221
Lansing, MI 48909

Re: MPSC Case No. U-11350.

Dear Ms. Wideman:

444 MIChiQan Avenue
Room 1750
Detroit. MI 48226
Olliee 313·223·8033
Fax: 313·496·9326

Craig A. Anderson
Counsel

April 22, 1997

rl/lICHIGAN PUPUC 65RVlCE
F!Ll;O

APR 2 3 199:

COMMISSION

Enclosed for filing in the above-referenced case is the original proof of
service for the Answer and Affirmative Defenses of Ameritech Michigan filed with
the Commission April 18, 1997.

Very truly yours,

~8a.~

Enclosure

CAA:jkt



STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the complaint of BROOKS FIBER )
CO:M:MUNICATIONS OF MICHIGAN, INC. )
against AMERITECH CORPORATION and )
MICHIGAN BELL TELEPHONE CO., d/b/a )
AMERITECH :MICHIGAN, regarding )
discriminatory practices as it relates to the )
termination ofintraLATA toll traffic. )

)

PROOF OF SERVICE

Case No. U·11350

MICHIGAN PUBLIC SERVICE
FILED

APR 2 3 1997

Jacqueline K. Tinney, being first duly sworn, depose~QMMlSitQNthat

on the 18th day of April 1997, she served a copy of the Answer and Affirmative

Defenses of Ameritech Michigan upon the parties listed on the attached service list

via facsimile.

Further, deponent sayeth not.

Subscribed and sworn to before me
this 18th day of April, 1997.



SERVICE LIST

MPSC CASE NO. U-11350

David Voges
Assistant Attorney General
6545 Mercantile Way, Suite 15
Lansing, MI 48911
Representing MPSC Staff
Fax: 517-334-7655

William R. Ralls
Butzel Long
118 W. Ottawa Street
Lansing, MI 48933
Representing Brooks Fiber
Fax: 517-372-6672
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STATKOF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* * I< w

In the matter. of the complaint of BROOKS )
.. FIBER COMMUNICATIONS OF MI(HI9AN, )
;: INC. against AMERITECH CORPORATION~IGA~I"U~UC SEI=NICF
~ MICHIGAN BELL TELEPHONE CO.,dlb/a ~~F· I LED· 'Case'No. U-113S0
gAMERITECH MICHIGAN, regarding dis.cl'iminatory) .
g practices as it relates to the termination of )
~ intraLATA toll traffic. APR 171997
~. ).
~

~

~ Mel TELECOMMUNICATIONSCO~N
. . . AND .

MCImetro ACCESS TRANSMISSION SERVICES, INC.
PETITION FOR LEAVE TO INTERVENE

Pursuant to Rule 201 otthe Commission's Rules ofPractice and Procedure, R 460.17201,a:
"'~o ..
~ MCI Teleconununications Corporation ("Me!") and MClmetro Access Transmission Services, Inc.c . .
~ . . ,

~ ("MClmerro 'J petition for leave to interVene in the above captioned matter. In support, petitioners
z

In its orders in Cases Nos. U-7853 and V":S946, dated April 23) 1985 and December1.

z ..
~ say as follows: .
r
~.

:;;; .

o
a

: 22, 1987, respectivdy, the Commission authorized MClto provide interLATA and intraLATA toll

i telecommunication services.
u .

In its order in Case No. U-I061O, dated March 29,1995, the Commission authorized

. In its orders in Case No. V-I 0138, dated February 24, 1994 and July 19, 1994, the

3.

2.·d
L
~ Commission granted MCI authority· to provide 1+ intraLATA message toll service on a dialing
l .

~ parity basis with Ameritech Michigan r"Ameritech") ..
;,

~ .
o••
1 .

· Mel's affiliate, MCImetro, to provide basic local exchange service in certain portions of the state
~ .
~

~ of Michigan.
o
Cl

~ 4. In Case No, U-1.1345, MClmetro haS pending an application for authority to provide
x .> : . .

o basic local exchange service in remaining portions of Michigan, including the geographic area in

dispute in the above captioned docket.

5. MCI or MCImetro have intervened or actively participated in the vast majority of

proceedings before this Commission relating to the transition from a monopoly to a competiti\t~

telecommunications environment.



MClinetro is a competitor ofAmeritech in the provision of basic local exchange9.
<.l
:r:
i:ii •
~ service.

6. MCl or MClmetro have intervened or actively participated in a large number of

'.: complaint proceedings before this Commission, e.g., the Mel intraLA TA dialing parity complaint

. proceeding, Case No. U-I0138~ the Sprint billing insert complaint, Case No. U-lll38; the AT&T

access degradation complaint, Case No. U-11240, etc.

7. . MClis/wa,5 a party in a number of appeals of Commission orders to the Michigan
...
~ Court of Appeals.
M
'"'~ 8. MCr is a competitor of Ameritech in the provision of intrastate intraLATA toll
"1;'
« .
~ service.
1:
~
<

. As competitors ofAmeritech, MCI and MClmetro are directly affected and damaged10.II:
UJ
~o , , .
: by the anticompetitive activity .described in Brooks Fiber Communications of Michigan, Inc.' s
« .
~ ..'

~ ("Brooks Fiber ") complaint in this docket.· .

Both Ameritech's andMClmetro's local exchange customers have the option of11.
z
«
(j

1:
u . .'
~ selecting different, unaffiliated carriers for intraLATA toll service. For example, a customer having
o
~ ," .

· MClmetro as its carner for local services may have a canier other than MCI chosen as its "dial 1"

i carrier for intraLATA toll traffic, or may "dial around" the preselected carrier by using another
\)

~ provider's lOXXX access code ..
~ . .
"
~ 12. MClmetrohas/will have "dual PIC" capability. That is, a customer may select a
~

~ different carrier as its "diali tI carrier for intraLATA toll calls than picked as its "dial 1" carrier for
~ . ...
~ interLATA toll calls. For example, a local service customer of MClmetro may choose AT&T as its
•
· "dial 1" Camel' for intraLATA toll calls and choose Mel as its "diali ll carrier for interLATA toll
~ . .-
~ calls.
o
~

~ 13. Arneritech has refuse~ to allow customers of new entrants' local exchange services
x> . .

o to elect Ameritech for intraLATA toll services.

14. Ameritech provides intraLATA toll service to customers of incumbent local exchange

companies that do not compete withAmeritech for local exchange service customers.



15. Ameritech's refusal to offerintraLATA toll service to new entrants' local service

customers, while offering such services to cu.stomers of incumbent local exchange service providers,

constitutes ariticompetitive activity in violation of the MTA. Specifically, Ameritech's refusal

constitutes unlawful action by a provider ofloeal exchange service in discriminating against other

providers, in providing inferior connections to another provider, by impairing the speed, quality or
....
~ efficiency of lines used by another provider, and by refusing or delaying access by any person to
l"l
l"l

~ another provider.
z
"~ 16. The quality, general av~ilability, or conditions for the regulated service (the provision
u

~ of intraLATA toll service by Amerite~h) are adverse to the public interest.
l;
Vi
~ 17. Ameritech's refusal to allow customers of new entrants' local services to select
..J

~ Ameritech as the provider of intraLATA toll service, while offering that service to customers of
):
o '
~ incumbent providers through arrangements with those providers, constitutes a violation of the..
z

~ requirement under MCL 484.2310(5) to offer toll access services to all providers under the same
z -

~ rates, terms, and conditions.
r
u
i 18. In addition to wrongly denying access by new entrants' customers to intraLATA toll
o
o
~ .
· services, Ameritech and its distributors have engaged/are engaging in anticompetitive sales activities
> .

1with regard to intraLATA toll calling term plans, known as Ameritech Value Link Calling Plus
v
>i Plans. These te~ agreements vary in .length from twelve months to eighty-four months. The

~ customer commits to a minimum monthly usage to secure a reduced (ate for intraLATA toll calls.
~ . .
~

~ The minimum annual usage amounts vary from $600/year ($50/month) to $12,OOO.OO/year..·~ ($1 ,OOO.OO/month). If a customer fails to meet the minimum usage in anyone month of the

·· agreement, Ameritech bills tbe customer the difference to make up the minimum monthly..
"" .
~ commItment.
o
c

~ 19. Several customers of Ameritech's Value Link Calling PIus Plans have expressed an
x

~ interest in switching to a new entrant as their local service carrier. However, Ameritech has refused

to allow these customers to switch the.ir local service to the new entrant and maintain their Ameritech

intIaLATA toll service calling plans. Ameritech has a policy not to allow customers of new entrants'

local exchange service to select Ameritech as their intraLATA toll service provider.

3



, 20. If the customer nevertheless elects to switch to the new entrant for local service, the

1\ customer mu?t terminate its Ameritech Value Link. Calling Plus Plan and incur a penalry.

I' Consequently, the customer who believes it has purchased only an intraLATA long distance calling

plan has also, in effect, tied itself to solely using Ameritech's local exchange service as well.

I: Ameritech has effectively foreclosed competition for local exchange service in a large segment of
~ .

~the market by systematically refusing to allow customers of competitors to maintain a Value Link
'"'M

~ Calling Plus Plan with any local service provider other than Ameritech. As a de facto tie-in between
z: .

~ Ameritech's Value Link Calling Plus :Plans and its local exchange service, Ameritech is unlawfully
w· .
~. bundling unwanted services or products in violation ofMCL 484.2305(1)(m). In addition, by failing
~ .

~ to disclose to Value Link Calling PlusPlanc~stomers that, by signing up for the plan, the customer

~ is effectively limiting itself to Ameritech for local service, Ameritech has omitted material
I •
o .
: infonnation regardin.g the terms and conditions of the Value Link Calling Plus Plan in a manner that
«
z· .. .

~ is false, misleading, and deceptive, in violation of MCL 484.2502(a).

.. In addition, Ameritechhas refused to accurately provide critical information to Value21.
z
«
~
J:
U . .

~ Link Calling Plus Plan customers considering changing to new entrants for local exchange services
g .
: by misrepresenting or refusing to disclose the termination penalty of the Value Link Calling Plus
~

~ Plan contracts. Through these actions, Ameritech has omitted material information regarding the
u· . .i terms and conditions of the Value Link. Calling Plus Plan in a manner that is false, misleading, and

~ deceptive, in violation of MCL 484.2502(a).
~ . . .

~ 22.· As a competitor of Arneritech, MCl and MCImetro meet the "zone ofinterests ., test.
e
~

ti 23. As a purchaser of telecommunications services from Ameritech, MCI and MClmetro
~· .• meet the "zone ofinterests" test......
w

~ 24. If the Commission allows Ameritech to continue the actions complained of in thi s
~

gdocket, Mel and MClmetro will be adversely affected and unable to effectively compete. Thus.
~ .
,.. ", .

o Mel and MClmetro meet the "injury in fact " test.

25. Even if it is determined that Mel and MCImetrodo not meet the two-pronged test

for standing, the Commission should allow permissive intervention as a matter of discretion

Significant policy matters are at issue, the evolving competitive telecommunications market I ~
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Respectfully submitted,

affected, and MCr and MCImetro are in position to provide useful and unique infonnation to the

: Commission.

26. No other party to this proceeding can adequately represent Mel's and MClmetro's

interests in this docket.

27. MCI and MCImetrorerresent that their intervention will not unduly delay the
,...

~ resolution of this matter.
A
n

~ WHEREFORE, Mel and MClmetro.respectfully request that their intervention be allowed
Z . ....

~and that they be granted the rights ofa full party in interest.
',!
:t.

'.' MCrTELECOMMUNICATIONS CORPORATION

and

o
o
'"

~··s .

~..
"•••
...
uJ

'""'Q
t:J
0(

:l
uJ
X,.
o

Dated: April 17, 1997

LA\20686.1

ID\ AE

MClmetro ACCESS TRANSMISSION SERVICES,
INC. -

i
l

/1 ~A ~
'. By: :.f'! or v

-A.,....,I.....bert---,Eo:'"rn-s-t....,.,(P=2,.....,.4'A'"05::-,:;9~)-----
DYKEMA GOSSETT PLLC
800 Michigan National Tower
Lansing) Michigan 48933
(517) 374-9155

MCITELECOMMUNICATIONS CORPORATION

and

MClmetro ACCESS TRANSMISSION SERVICES,
INC.

By: --;-t--;:;)A~:--=/'t-,--·~/~:..--'L--- _
James R. Denniston
205 North Michigan Avenue
Suite 3700
Chicago, Illinois 6060 I
(312) 470-4943
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

oj, * * *

Sara C. Devine, being firstdtily sworn, deposes and says that on the 17th day of April, 1997,

Case No. U-1l3S0

COMM\SS\ON

MICH\GAN PUSUC SERVI;~t:
F\LED

APR 17 1997
PROOF OF SERVICE

)
) 55.

)

"%
~ .

~ STATE OF MICHIGAN

5 COUNTY OF INGHAM
~
o...
-'
<l;
1:o
~ she caused to be served upon the persons listed in the attached Service List, copies of MCl
z ..
z
~ Telecommunications Corporation and MCImetro Access Transmission Services, Inc. Petition fOl
~ .
(J

~ Leave to Intervene in the a~ove-capti()ned matter by placing said copies in envelopes, plainly
~ . .

. addressed to each person and, witbpostage fully prepaid thereon, deposited said envelopes in ;:
~
~ United States mail receptacle.

In the matter of the complaint ot''BROOKS }
FIBER COMMUNICATIONS OF MICHIGAN, )
INC against AMERITECH CORPORATION, and )

o MICHIGAN BELL TELEPHONE CO., d/b/a )
..~.. AMERITECH MICHIGAN; regarding discriminatory )
gpractices as it relates to the termination of )
~ intraLATA toll traffic.. )

~-------------.,.--:-~~-----)~

;:.
\2
::;

>c:.
"~ . t0t9.~- t u£)~

Sara . evme

Subscribed and swomto before me this 11th day of April, 1997.

~

~ .
w
II)

'"o
C)

<
:l
w

",.o

eM. Baker, Notary Pub lC

In am County, Michigan
My commission expires: 6/19/01

II
'I
"
iI
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Larry VanderVeen
Regional Vice President '
Brooks Fiber Communications
of Michigan, Inc.
2855 Oak Industrial Dive Ne
Grand Rapids, Mi 49506-1277

....
o
~ William R. Ralls
g Leland R. Rosier
~ 118 West ottawa Street
~ Lansing, MI 48933
o '
i:
SMichael Holmes
tJ" Amentech Michigan
~ 444 Michigan Avenue Room. 1750
3 Detroit Mi 48226

ffi Paul Lashiazza
6Ameritech ..
; 6425 South Pennsylvania, St~. 5
3 Lansing, Mi 48911
~z
z
<o
:t
u
i
o
g

SERYICE LIST
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~erit~.

June 9,1997

VIA FACSlMlLE

Ms. Anne Eingaman
La International
8180 Greensboro Drive, Suile 800
McLean. VA 22102

Dear Anne:

Inro""ltiulI IndustTy Servictt
JSO NOlin Orl~Jns

FloorJ
Cnlcago. Il60654
OffiCI 312.335-2900

Neil E. CD1
President

The following is in response to your letter ofMay 22, 1997.

Mr. Michael O'Sullivan initiated and has led weekly conference calls with LCI since mid-l 996 to
identify, track. and manage operational, service and ma.rl<eting issues. Michael provided Ms. Costello with
WTinen conference call starns reportS on a weekly basis thar identified a sequential tracking nwnber, and
current starns. for each o(these issues. This report included. all the issues which Ms. Costello felt the need
to subsequently and additionally document. despite the fact Ameritech was a.lrea.dy acting on each of these
issues. Michael did call Ms. Costello to acknowledge receipt of each letter she sent him and co.afumed
tbat every issue mentioned had. already been discussed at length on the weekly conference calls and
separately in almost daily individual calls. In addition, numerous AmtriteCh personnel had discussed
specific aspectS of these issues in meetings, calls and via e-mail with LeI. Therefore, Michael did. not
believe it necessary to provide additional documentation on these issues. However, Mr. O'SulliV3l\ did in
fa.et provide a written response to each issue raised in Ms. Costello's letters. I have attached a copy of
Mic:hae.l O'Sullivan's May 28, 1991 letter to Ms.. Kelly Costello which provides a response to each issue
raised in her letterS.

1 AMElUTECH'S APPARENT EFFORT TO FORECLOSE COMPETITION BY LOCKING
CUSTOMERS INTO LONG-TERM CONTRACTS

In your May 22. 1997 letter. you claim. that Amerieecl1 is deliberately foreclosing campetitiao by
locking up subswuial segments of local markets by tying customers to long-term contraCts with
huge termination pena.lties. You also allege tlLae this practice has the etrect offoreclosing huge
portions of the local customer base from competitors' reach. Ameritee:h unequivocally disputes
these claims.

Based upon your vast experien.c:e as both a private practitioner and the nation's highest ranking
antitrust official. you are more than familiar with the law governing exclusivity agreements.
Recognizing the benefits that often result from exclusive dealing arrangements. these agreements
are not~~ antitrust violations bIB. instead analyzed under the Rule ofR.eason. From a supply­
side STJ1I1dpoint., exclusivity permits a suppler to offer lower prices, additional services, and
n~ssaxy capiwiIIVestmclll. From a. clenwtd-side perspective, customer welfare is enhanced by
lower prices, more sexvices, dedicated supplier pezsonnel, and the certainty of a supply source at
a predetermined or othetwise predictable price.

As you also know, exclusivity agreements are problematic under;mtitnJ.$t law only when thcir
duration is deemed anticompetitive and when such agreements foreclose significant segments of
the relevant market. Durational reasonableness and permissible i~e1s otm.arIcet foreclosure are
obviously industry-specific questions. Ameritech belli:ves that its contracts with local customers
do not foreclose viable competitive entry.
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As a final general observation concerning your allegations in Section I, please the parties lo the
subject agreements arc business customers. Many are substantial corporations with significant
bargaining power. These customers are not in any manner coerced intO entering these
agreements. Instead, they recognize the many benefits which such arrangements may provide
them.

In Subsection A of Section I of your letter, you allege that Ameritech'slong-tenn intraLATA tall
call conr:ract.S foreclose up to 50% of both the local and intr3LATA toll markets from
competition. For numerous reasons, Ameritech Wets exception to !his claim.

Initially, Ameritech disputes your characterization ofthesc contracts as exclusivity arrangements.
Many of the subject contracts are very CUstomer-speciiie. HoweYer, amajority of these
agreements do not, in fact. require exclusivity. Some of the agreements comain volume-driYen
pricing discounts. Other agreements contain pricing predicated on cert3in volume commitmentS.
To be sure, these types of prO'lisions incent customer loyalty, but they do not require it.
Customers presented with competitive o1I~ may purchas~ service from competing providers.

Ameritech believes there is absolutely no basis for the allegation that up to 50% of Ameritech's
business customers are bound by long-term exclusivity agreements. Based upon our estimates, an
extremely small share of the relevant market is subject to agreements which may be considered
long-term in nature. Clearly, to !.he extent that these contracts cause any market foreclosme, the
degree of foreclosure is well within limits set forth under prevailing antitrust law and does not
pose a significant barrier 10 new market entry.

Moreover, most of the subject contracts are one or two years in duration. Americech does not
believe thal this term is unreasonable within this industrY and under prevailing antiuust case law.
As noted above. commitments of this duration also provide the basis for lower prices and
enhanced customer service.

With respect to the tying allegation relating to our Value Link semce, there is no tie of local
service 10 Ameriteeh's Value Link product because custOmeTS may, in a 2-PIC state, elect
Ameritech as their inuaLATA toll carrier while electing a different local exchange service
provider. Various methOds are available to implement multiple carner elections by a CllStomer,
and Ameriteeh may use traditional and non-traditional billing arrangements to do so.
Implementation ofany arrangement requires cooperation between the carriers selected. by the
customer.

In Subsection B of Section I of your leuer. you claim that Ameritech's long-term Centrex
contracts foreclosc u-p to 50% of r.he small business market from effective competition.
Ameritech also takes exception to this allegation for il number of reasons.

Many of the Centrex. contracts are not, in fact., CJ(clusive dealing anangements. Some of the
contracts call for volume-driven pricing discounts or volume commitments. These agreemelUS do
not, however, prevent the customer from obtaining setvice from competitive providers. Other
contracts do require some degree ofexclusive dc.aling. However, this latter group of contracts
frequently covers only a portion of a customer's service lines when compared to the customer's
toW lines in use.

Ameriteeh also believes Ulal there is no basis for LCI's allegation that as much as 500/. of the
relev<lnt small business market has ba:n foreclosed from effective competition. A claim of this
SOft obviously turns on tile comp lainan t' s definition of the relevant product or service nwicet.
Nevertheless. based upon Amerirecb.'s definition of the relevant market, the de~ of market
foreclosure resulting from these contraCts is relatively small, even when including contracts
which are not, in fact. exclusive dealing arrangements. In any event, these contractual
commitments do not pose a significant banier CO competitive entry.
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While some of Ameriteeh' s Cenlrex contraCts do run fOT longer tenns. the duration of these
contracts is based. in large pan. on the !.eve:! of investment Ameritech must ma\ce to service the
customers. Many of these contracts call for dedicated facilities and personnel. Other customer­
specific expenses aro also incurred. While you refer to the termination charges as punitive in
nature. \.hey arc not: they are appropriate liquidated damages that merely provide Arneriteeh
with the benefit of its bargain and the recoupment of capital investment

Finally, you cone:!ude Section I by alleging, in Subsection c., that Ameriteeh has foreclosed
etlmpetition for a m<ljor portion of the large business telephone market by locking in such
customers with volume discounLS under long-term contracts subject to large termination
penallies. Ameritech is simply unable [0 determine the namre of this claim. The two or three
sentences appearing beneath the caption offer little in clarification. Ameriteeh would anticipate,
however, that many of the so-called "C:'Cclusive" agreements are. in fact. volume discount
programs or volume commitments which do not prevent a customer from obtaining service
concurrently from" competitive provider. While we cannot determine the precise nature of your
claim, Ameritech is co.nfidem that any actual market foreclosure is 'extremely small and well
below levels considcn:d actionahle under prevailing antilrust law. Moreover, these contraCtS are
with major business customers who possess substantial bargaining power. These customers are
not coerced into exclusivity commitments. and !.hey benefit from lower prices, dedicated
persoIUlel., and pricing and supply security. A5 you know volume and term co..otraet are often
used in our industry, not only by Ameritech and LeI, by also by Local providers who are
eurrenUy offering servlccs in the Ameritcch service areas.

II. AMERlTECH'S EFFORTS TO PREVENT LeI FROM EITHER PURCHASING OR
TESTING UNES

I have previously responded to this issue in my May 28, 1997 letter to you which I have attached.

m. AMERlTECH'S FAILURE TO PROVIDE OSS PARITY~

A. Failure to rellpond adequate'" to customer - specific service issues:

1, La R2bid2 Children's Hospital (La lUbida)

La Rabida Children's Hospital: This is an 82 line PBX customer. The original LCI request was
received on December la, 1996. to "assume as is" Sllines. On the due: date, December 20, 1991,
LCL verbally changed ilS request to assume only 12 lines, not the original 81 lines. LeI did not
send a wrinen request to revise the order until January 22, 1997. This partial assumption of this
complex account required a major and complex rearrangement of the services. Also. LeI
continued to send in changes to the order prior to order completion. To Cunha complicate
maners. these orders encountered problems with the billing system. The rt(luest to move all
services back to Ameritech was completed on April 22, 1997. the billing system issues related
to this account were resolved as oeMay 29, 1997.

In regard 10 your suggested actions, Ameritech agrees that a letter should be sent to La Rabida
describing the delays caused by our billing SYStem. Since this is an Amerilcch issue: and the
customer was kept informed throughout the period, we would prefer to send this letter directly to
the customer. rnther than jointly with LCI. Secondly, Ameritech agrees that our stdJs need to
work together to addlcss appropriate credits related to other service issues. Our respective teams
held a conference call on Friday, June 6 to stan tlut process.
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2, Emhlu~y Executive Center (UEmbanv Executive")

This was a Cenuex customer in a grandfathered tariffwit.h an e>..l'ired contract when it was
assumed by LCI. As with all grandfathered products, the tariffprovides 90 days to update our
billing system and properly bIll these services. This billing system update was completed on
February 15. 1997. The claims process to account for usage billed directly by Ameriteeh has
been completed, and the customer was given a credit of $224.02. This issue is considered
resolved.

3. Fox Vallc" Fire J Safetv ("Fox Vallcy")

This issue is related to Ameritech'sconversion to a new billing system. This issue was resolved
on April 28, 1997. Altltough this is a long time, Amcritech has outlined its process for
submitting claims [or usage billed directly to the customer by Ameriteeh insread of providing this
usage to LCI. However, LCI has not submitted, nor initiated. any such claim.

4. Coaches Hotline

We compared the LCI requestS to the internal orders processed for this customer. All records
match exactly, No Amcritech errors have been found. Furtha', it appeaIS as though there were
other non-Amcntech issues with this account such as problems with CPE. Since services were
prpvidcd as ordered no credit will be given on this account.

5. Mark IV Ruttv

Based on the AilS· LCI conference call held on May 14, 1997 and additional calls 10 tlle
Arneritech Billing Group and AIlS Service Center. this does not appear to be an LCI acCOUDl.

Jim StYf'. General Manager. AIlS Service Centers, is verifying the account information and will
provide a written response under sepante cover. If this is not an LCI account then LCI will not
be responsible for any charges for this account and a credit will be issuai.

B. Failure to provide timely lUld accurate information essential to billing

1. General U!(age nroblem~

My team has investigaled the list of 168 telephone numbers for which LCI indicated they had not
received daily usase. LCI acknowledges closure for 30 of these numbers. The remaining 138
telephone numbers "VCTe confirmed as being resold to LCI. When messages are originated from
these numbers they will be forwarded to LeI on t.hcir Daily Usage File (DDF).

We believe that all DUF information is being provide to LCl for their accounts. On May 1th.,
1997. Amcritech asked LCI to confirm whether usage still had nol been received for the 138
numbers. Ameritech. also asked LCI to identify several high usage numbers from this list. As of
May 30. 1997. tltis information had not been provided by LeI.

2. Dailv UU2,e file timelinc.s~

The Billing System has been designed to provide recorded usage to external customers within 3
to 5 days. As LC[ admits. it has received 58 percent of their daily usage in 3 days, 76 percent in
4 days and 99 percent in 5 days. While Ameritech uses best e:tIoTlS to provide usage information
within 72 hours, chere are times when system processing sequences result in longer intervals.
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J. Ameritecn', electronic: billing system (AEBS) timeliness

Ameritech has JUSt completed a major hardware. software and operational migration for the
AmeriteCh Elecuonic Bllling Syst.Cm (AEBS). While the migration did cause some tempor.uy
system problems that resulted in late delivery of the AEBS capes, we are confident that all issues
a.re now resolved, and the end result snould be significant operational improvementS. As of this
date. we expect that the May bill will be released on time and do not anticipate any delay in
providing the assoCIated electronic support documentation. As you indicated in your lener, the
timing of delivery of ti\e AEBS data has been improving in recent months.

~. Resulting billing [lrohlem~

The intent of the A£BS feed is to provide an electronic billing file of the details needed to
support the Ameritcch bill to LCI and not to provide dala fot LeI's end user billing. Ameriteeh
is providing the required daily usage information which can be combined with LCI's records of
monthly recurring and non recurring charges. As a result. the timing of the AEBS file should not
hinder or delay Lcrs ability to bill their end user customers.

C. Failure to provide ;4ccuratc and timely provisiolling information

1. Gr.lndfatbercd Amcritech Product..

GrandfaLhered Telecommunications Services are available for resale, based on the terms and
conditions in the LCI Ohio Resale Agreement, as conuined in Exhibit 2 ax 3.1 of that agreement,
and the Ohio Resale TariIT, currently under review by the Public Utilites Commission of Ohio.

Grandfathered services are no longer available to the genetal public for new installations. These
services are only available to existing customers for the duration of their contract period. and
these contnct5 can be assumed by a Carrier. Since grandfathered services are no longer available
to the general public. tl'l.Cy are added into the Resalc BiUing System on a per account basis.

Upon assumption. of an e.xisting grandfathered conU3et by a Cani.c:r. the billing name on the
account is changed to the Carrier's billing name within 24 hours. Customers using gran<ibthered
se:vices are converted to the Resale Billing System on a per account basis, and the process takes
90 days, as contained in the pending resale tariff in Ohio.

During the 90 day conversion period., usage data associated with grandfathered services is
provided. to lhc Carrier in paper (annat on a monthly basis at retail rates. After 90 days. the
account will be fully converted to the Resale Billing System, and all Ameritech provided usage
and telecommunications services will be billed at the appropriate resale rate. Additionally, upon
conversion to the Resale Billing System, Ameriteeh provided usage will appear an the Daily
Usage Feed.. and billed elt the appropriate ~sale rates.

The retail billing that tll.e Carrier received during this conversion process is adjusted retroactively
back co the date of [he billing name change lhrough a claims process to be initiated by the
Carrier. and a. credit is issued to the Carrier. in the Conn ora credit adjustment against. the
Carrier's <lCCOunt. lo reflect appropriate resale rates upon receipt of the claim.
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Ordering guides for unbundled network elements and resale ser.rices and other OSS
documentation have been ava.i.lable on Ameriteeh's Internet website for resellers. The~
Services Ordering Guide includes information on USOC, Class of Service, FID and/or other
details necessary to accurately provision customer orders and should be a LCI source for accurate
and up to dale product ordering information. Furthermore., a comprehensive change
management process ensures the R.esa..1e Services Ordering Guide reflectS the most currem and
accurate data and usoe information, in parity with Ameriteeh's retail units. Combined with
retril and resale tariffs, the R.esalc Setvices Ordering Guide provides LCI with the information
nttded to correctly provision customer orders.

Beyond the Resale Services Ordering Guide, LCI has also been provided. additional information
and insDuctian. For example. LCI has received resale training on ordering and billing and
provided. copies of the AIlS Service Center's USOC and FID guide books addressed during this
t.rai..ning. LCI has also been provided the list ofUSOCs not av.mable for resale as well as Class
of Service descriptions. Fu.rther. LCI is on the IIUli.ling list for the Feature. Availability and Street
Address Guide CDs.

D. Failure to develop an adequate clcdt'Ollic data interchange ("EDt") systEm

Ameritech's electronic ass intetfaces provide for the ordering ofUNEs in addition to bundled
resale.

We have already scheduled an enhancement to be implememe:d on June 30, 1997 which will
provided for multiple error messages associated with a single order. In practice, we have found
this is not as significant an issue as might be thought since less than on third of rejected orders
experience a. second reject upon resubmission.

There are CUlTCtl1ly no national standards for ordering UNEs without EDt We have agreed to
implement the ordering afunbundled loops via EDI within a reasonable period following the
adoption of Customer Service Guidelines. Issue 7 by the Telecommunication Industry Forum
(TCIF), which will be the first national guideline for ordering loops via EDI. We have also
invited LC! to participate in implementation mectiDgs with Ameritech and other carriers to plan
the implementation of Issue 1. Also, use of the ASR for ordering unbundled transport elements
is virtually identical to the ordering process used. by LeI today when ordering the similar access
clements from Ameritech as an IXC.

Anne, I would hope that in the furure. we can address these matters in a spirit of mutual
cooperation without the Deed for unnecessary unproductive letter exchanges. As this response
demonstrates, Ameriteeh has been working with LCI to resolve and has resolved the outstandjng
service and operational issues detailed in your May 22, 1997 letter. We are committed. to
continue working with LeI as a valued customer, and we hope you are also commined to
addressing and resolving any issues th3t may arise as part of our relationship.

Sin~y.

~y
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VIA FACSIMIlE

~by28.1997

Ms. Kelly Costello
L.CI Interurianal
1110 Gm:DSborv Drive, Suite 100
McLean. 'VA. 12102

O~vKel1y:

lrltmna- ,•..., kftlclft
150 Enl GOIY Sltfe!. ~OGm 13·0
CDIU'IIIlNI. OM ~5
OlIiell 6' "1751 ·0200
'0514/751·0201

Mid,., J. l'WIlntt
"'lIlDr Act'ollnl "'~":ll,ltr

Tn mid.199C5 1ini1iatW waUl, =ufem1cc calls with LCIto idalti!y, U'JCk Ind manqe operaicmal. serv;ce
md marUtin8 issutlS. 1iaidared the caDs ...,idt Bill lODeS aI1cl Seth RaI1scb.. th= with~ Jobnsoc
when she rcp1aa:d BiD as Ans' primary conga md have continued them with you sitle.c I<im.Ba. left LCI.

1arrup wi lead1bc calli ewry Moad;ry 1'Il01Uin~ aDd have llad a vuiety ofADS parsoDDel pattic~ in
the mlfa'cnce ca.lls from BiWzI.I, D1DIbMe Muapmmt, EDt Nlftort. SuIlpo!t, Product Managl!:mel3t,

Rcs81e ScrviQ: ee..M~ear, Scrvic:e MllUlV"'tm, VoiceM~g SIlPPcm IUd vwrious Staff
M;umgers. dcpcaQiug on \btl ls.sIlCS to be dJ.scossed.. Thave~mal.mliud a. wrin= stUl1S Rport tg reclmi
and update the QIIt'CDC $QQl1 of each!)!die issues discussed. era. lhe c:oc!erence calls lAd Qave for-<U"CIed
thac to you and plrtiQpaQaC AIrS pe~d.

FnJID April 9. 1991 to May 20. 1997 yclU seDt me 11 ICIIlIrS ~statiDC Vlril1G$ ruale and service issues froUl

your perspective. 1have called you to admowledte res:cipt aftheu: lefta'S ad COl1firmcd~ each aCme
issues listed have beert discussed. It leqth OQ our COIllelUc.e calls and ill almost wly scparu= iadiviclcaJ
ea1ls. In .ddIt1on, J!umeraus Ammtach petSODIJ~lhav~ discussed. specifl.c aspects oflbas. issues in
l'Ilcc:UDCS, calls and vis. e-mail wirb Lel ~d this activity has bc= iDclllded in the written cODfm:ncc C2l1
StaIU3 rqJOr'tS we have c~d1IInpi.

A!J 'W~ _grad, aur Il.ut regular canfcrcdcc call will be bcld on Moncily Iae 2. 1997, hownc:r. the
foUowinC is thee~~ of the iIWU listed. ill YO\U 1eftm.

La IlMWa Cbllchn's Hospjp,l; This is an 12 fine PBX CUS'fmD.CI'1balLCT oriPaUY rcqQ'C:StlldlQ "amn~
IS is -less Qrl~ lin.... This inuwacnicc order was wriltal OIl 1211.5/96 all JUlmqlMQl:1y chll:l&'C'i to
"mumc 0I!ly 12 UDes" There ""We abo QWIICl'OQS orders met c:haqes recwial the prcs (or lhesc llIles.
tntimaW)/ dte custDmar Dlec1ld to nmuIin widl AmcrittlllAd tic AIlS ScMCIC CCIIQl:r hIS bea wcuXill~

CD l'CUD me account rD ill arigiul stmus. As of lhls momfag, we Ir8 waitilts to vcriIy dI.lIt
the ODe~g SCf'i'iet order has btc'J ICceJ'1lld illlhe AcrS dmbasc. Kelly, N I~cd
pRViously, and we agreed ill our leltpiloDc CQrmtswa au~ 23, 1997, I believe we should hold. joiJu
n:yie'tll oftbil accoW1l as JOOil IS lb. tioal areia'is c;OlIlpletee1 to d.-.nuiD. whallbo pnlblClUs W~. 9Itry
they oa:uaed IlI'ld what we C& do IS a teen to avoid man in tile fuf\ft. This is coll.ferel:l.C8 call iuue 1120
mil WI$ mDntionllld in yout leum of4121. 4129. 519. SJ 14 lUtd 5120.
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